CEO TO CEO

Assisting business leaders as they navigate critical passages

will not survive to see spring.

August 17, 2009

Summer is almost over, and wild animals are beginning to fatten up so they can
survive the winter ahead. Those that aren’t strong enough when winter sets in

So too for the companies that we CEOs lead. Last winter was hard, and spring and
summer of 2009 were very, very lean. The next six to nine months will see the
strongest businesses survive and thrive in the coming upturn (whenever it comes),
while other businesses will fail. The failing part is sad and painful for many, both
the CEOs we know, and the investors and employees of their companies. | hope

they fail as quickly and as gracefully as possible, so their people can move on to another chapter,
hopefully a successful one. Failing is just a part of succeeding over a longer time frame.

Navigating for a company that is strong enough to survive the upturn is different than navigating for

The

NSOMNIA eact,,

What keeps CEOs AWAKE AT NIGHT

—and what to do about it.

Powerfully Executing
For the Upturn

This article is for companies in a slump right now, due in large part to
the downturn. It is not targeted toward companies that are in seri-
ous jeopardy of closing, nor is it for companies that are growing
strongly despite the downturn.

By Robert Sher

Close your eyes and imagine your company’s future.
You’'ve been hanging on since the downturn hit, first
staunching the cash bleed, but now you’re stable, perhaps
even getting slightly ahead. You know your company will
be around for a few more years at least, if the economy
doesn’t slow much further. Congratulations. Many firms
are not going to make it.

(Continued on page 2)
www.ceotoceo.biz

companies at the end of their life.
So my column this month is focused
only on those that have what it takes
to greet the next spring with a quick-
ness to their step. —Rob

Examples of my Current Work

Venture capital investment is on the
way for this firm, but its arrival is
much slower than expected, so
we’ve worked on some ways of
stretching the cash on hand to hold
out until new cash flows in.

A high profile victory was claimed by
this client, and we’re working on
ways of promoting that victory over
time so that my client’s brand grows
as a result, and they get to talk to
many more targeted prospects.

List building is the work at hand for
this other client, and we’re identify-
ing sources and perfecting our ability
to qualify prospects for further busi-
ness development effort.

Keeping leadership focused on their
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The Insomnia Factor, continued

well thought out business plan is the work |
often do with retainer clients. Slow, steady
growth is not as fun as bright, shiny new
ideas, and brilliant CEOs often run off on tan-
gents in times like these. My job, in part, is to
slow them down and keep them focused.

Keep those eyes closed. Picture yourself a few
months from now. Customers and clients start
talking to you again. They start asking for RFQ’s,
and a few orders break loose. You realize that
the ice is thawing, the time for hibernation may
be over, and your hope for a bright, order-rich
world is soon to be upon you. This is the time
you’ve been longing f(?r. Is Your company reaTdy ing opportunities)

to make the most of it? Will you be operating + Aug 25th: Speaking at the Danville Rotary
from your business’s power zone, where you Club.

have the maximum ability to create results?

Presentations (I’'m always interested in speak-

This chance won't come again soon.....

Open your eyes, and keep them open. Here is
the condition that your company needs to be in:

Your big unique marketplace advantage (your
secret weapon) is at its height and primed for
action. For example:

+ Sept 9th: Speaking at The 680 Commercial

Idea Exchange.

Sept 17th 7:30 am in Santa Clara: Moderat-
ing an Expense Reduction Analysts panel on
Financial Execution for the Upturn. Inter-
ested CFOs and CEOs should register.

Sept 17th 11:30 am in San Francisco: Moder-
ating an Association for Corporate Growth SF
panel on The Battle For Enterprise Value.

Interested senior executives should e-mail
me.

® Your new software release is tested, finish-
ing beta and ready for the big rollout. Or:

e A whole new suite of next generation prod-
ucts have been designed, field tested and ready
for the big release, with all the marketing collat-
eral ready to go to press. Or:

e The new retail store concept has been de-
signed and two units have been built and tested
for four months, with stellar results. The process to launch 40 new stores in 12 months is
honed and ready, and when you throw some energy and resources behind it, it will produce
dramatic results.

+ Sept 22nd: I'm organizing a chief executive
round table event in San Francisco for the
Alliance of Chief Executives focused on Exe-
cuting for the Upturn. Chief Executives in-
terested should e-mail me.

Having a big unique marketplace advantage ready to debut to the world (and to shove in the
face of your competition) is at the core of making the most of any recovery. If you don't have
this, then the best you can hope for is increased activity as the economy picks up--no big leaps
forward.

If you're not ready with your big unique marketplace advantage, you may still have time. The
recovery in general, and the recovery in your industry, sector or region could be a year or
more away. Hack back mercilessly in other areas of your business right now if it means you

can build, create, or figure out your unique marketplace advantage, and prepare it for action.
(Continued on page 3)
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The Insomnia Factor, continued

Having your secret weapon at the ready is the pre
-requisite, but it’s usually not enough. You have
to wield it well. That’s going to take:

Money. Making payroll right now isn't enough.

Diesel Boater Speaks Out!

Despite the fact that | am a sailor, and have a
strong bias toward sailing (it is greener, you
know), | do not discriminate against any CEO who
prefers motoring. In that spirit, | have made pub-
lic an e-mail | got in response to my last newslet-

ter, from a CEO I've named Harry, who is (gulp) a
diesel boater. And I've written a thought piece
that draws on my childhood when | was some-
what willingly dragged behind a powerboat,
which, at the most inconvenient of times, would
lose power. Not surprisingly, | have twisted that
memory toward the business of being a CEO.

You need to lay out your "attack" budget, then set
aside a war-chest (or access to capital). On Sep-
tember 17th, 2009 in Santa Clara I'll be moderat-
ing a breakfast panel with a banker, an expense
reduction expert, and a CFO who will dive into the
issues around finance as the recovery nears. CFOs
and CEOs are welcome. For details or to register,
click here.

To read the e-mail and my thoughts, go to
www.ceotoceo.biz/published_frame.html and
scroll down to the July 26th 2009 post titled
When Your Engine Conks Out.

Leadership Depth. Too many companies roll
along with leadership that isn't great. By the time
things are hopping, it will be even harder to change leadership. Best to do it now, rolling out
managers, directors and VPs that are not pulling their teams forward, and replace them with
executives that will deliver great performance when your company needs it most—when you
unleash your secret weapon as the upturn sweeps across your sector.

Efficiency. When business volume steps up, you need systems and operations that function
flawlessly, leaving your team free to focus on growth. So upgrading software, IT systems or
phone systems, documenting procedures, evaluating new vendors or moving your facilities are
all things that should be top priority now, when you have the time. Of course, some of them
use cash to accomplish well, and that may steal resources from other critical needs. Its a bal-
ancing act, and certainly requires
judgment. But if you can look for-
ward and imagine your business
scaling up and you already know
which wheels will come off the
bus, then get out the wrenches
and fix the problem now.

Are You Making Anything?

No, | don’t mean money. I’'m looking for mid—sized manu-
facturers in Northern California, who are making things. If
you know any such companies, please nominate them by e-
mailing me. Here’s the opportunity:

The Alliance of Chief Executives is putting together a private

group of manufacturing company chief executives who will
meet quarterly to gain fresh strategic insights and ideas by
engaging in confidential strategic discussions. The group will
be directed by me, (Robert Sher). All industries are included,
provided that they manufacture physical goods. An example
of one of our members that will be in this new group is Ap-
plied Aerospace Structures Corp.

www.ceotoceo.biz

Partnerships and Joint Ventures.
Right now, more executives have
the time to get to know you and
your company. If ramping up
means partnering with other firms,
take the time now to get to know

(Continued on page 4)
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The Insomnia Factor, continued

them and to build trust. Of course, the first thing
partners will want you to do is to spend your cash

Surrendering Gracefully

We who lead businesses always must fight bat-

tles. We win some, we lose some, and we
dodge some. Fighting a losing battle is a com-
mon cause of insomnia, but we are guaranteed
insomnia when we could have surrendered
gracefully and saved all the grief and money of
fighting a battle we were destined to lose any-
way.

reserves right away on things they think will help
them sell more. Resist. Don't let them goad you
into a premature action.

On the morning of September 22" 2009 in San
Francisco, the Alliance will hold a CEO only round
table discussion on all things related to executing
for the upturn, which will likely include many of
the points I've made in this essay. If you're inter-
ested, contact me, or go to the Alliance web site
to indicate interest. This CEO round table is only
for chief executives.

Read this short essay | just wrote when | was
inspired by sitting with a group of bankers. Go
to www.ceotoceo.biz/published_frame.html
and scroll down to the July 26th 2009 post titled
Surrendering Gracefully.

To summarize, being in your power zone means that:

1. Your big unique marketplace advantage is ready for action, has been tested and found to be
very effective.

2. You have a great team, trained and ready to wield that "secret weapon" and to handle the
increased flow of business.

3. You have enough money set aside (or guaranteed access to it) to launch a campaign when
you determine the time is right. And your ongoing business, although not growing much
perhaps, is cash flow neutral or a bit positive, so you're not eating away at your cash.

4. You've cleaned up your internal operations, having set them up in as efficient a fashion as is
possible. You won't be distracted when the rush of orders comes.

5. You've gotten to know companies that you might need to partner with as things ramp up.

6. You have defined a trigger point at which you'll go into high alert about whether the time
has come to launch the offensive.

Close your eyes again. Picture yourself, on a yacht in the Mediterranean, taking an occasional call
from your incredible top team who are handling all
things related to the incredible growth and massive
free cash flow being generated by your business......
a fantasy perhaps, but let’s see just how close each
of us can get!

Out of the Industry Innovation
One way to innovate is to observe practices in
other industries and adopt those that will be
powerful and new to your industry. I've
penned this case study discussing two exam-
ples and how you can innovate in this fashion.

Robert Sher is principal of CEO to CEO, specializing
in assisting CEOs and business leaders as they

Go to:
www.ceotoceo.biz/published_frame.html and
scroll down to the July 26th 2009 post titled
Out of the Industry Innovation.

navigate critical passages. He is the author of The
Feel of the Deal; How | Built a Business through
Acquisitions. He may be reached at
Robert@ceotoceo.biz.
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